by SAMUEL PIZER and FREDERICK CUTLER

Foreign Investments, 1964-65

THE very sharp rise of private capital
outflows to nearly $6.5 billion, by far
the largest amount on record, was a
major feature of the U.S. balance of
payments in 1964, This development
has already been diseussed in connec-
tion with the President's program to
improve the balance of payments.
This article provides more complete
statistics on private foreign investments
than have been available up to now,
together with some indications of eur-
rent and prospective developments as
reflected in projections of plant and
equipment expenditures abroad in 1965
and 1966,
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All components of private capital
outflows except purchases of foreign
gecurities moved upward last year:
Direct investments were up £0.4 billion
to $2.4 billion; net lending by banks
(including assets held for customers)
rose by about §1.0 billion to $2.5 billion,
and loans and acquisitions of short-term
assets nbroad by nonfinancial concerns
incressed very sharply to $0.9 billion.
Purchases of foreign securities were in-
hibited by the Interest Equalization
Tax (IET) and were reduced to a net
of %0.7 billion. These outflows, to-
gether with reinvested direct invest-
ment earnings of £1.4 hillion, gains in
market prices of loreign securities, and
sizable additions to foreign ussets re-
sulting from improved reporting by
some banks and nonfinancial  con-
cerns, raised the aceumulated total
of private U.5. foreign investments to
more than $75 billion by the beginning
of this year,

Capital outflows picked up through-
out 1964 and reached a peak of $2.2
billion (seasonally adjusted) in the last
quarter. New issues of foreign securi-
ties were temporarily inflated when
passage of the IET, first proposed in
July 1963, clarified the conditions under
which foreign securities could be pur-
chased. These issues have sinee returned
to a more normal level. However, the
further increases in bank lending and in
direct investment flows that showed up
late in 1964 were still evident in early
1965, and could not be assumed to be
merely temporary. As is by now well
known, major components of the pro-
gram toimprove the balanceof payments
are the reduction of bank lending to
about $0.5 billion for the year and a
strenuous effort by firms with direct
investments abroad to conduct their
international operations so as to raise

congiderably their net contribution to
the balance of payments.

The data on eapital flows for the first
hall of 1965, given in the article begin-
ning on page 11, show that after the
announcement of the program in Feb-
ruary, banks acted quickly to cut back
their foreign lending and industrial
firms promptly repatristed a large part
of their liguid funds held outside the
United States. However, from the
projections of foreign plant and equip-
ment expenditures presented later in
this report, it is clear that industrial
companies reporting in May and June
planned to carry oul an extracrdinary
amount of investment abroad this year
and next. Such plans cannot be altered
rapidly or without considerable loss,
nor can alternative foreign sources of
financing be arranged readily, especially
when many countries are carryiog out
relatively tight domestic monetary poli-
cies. Consequently, direct-investment
capital outflows in the first half of the
year were $2.1 billion, double the
amount for the first 6 months of lasi
year, and the total for all of 1965 will
probably be higher than in 1964
However, the first-half total includes
gizable flows, especially to Canada and
the Middle East, connected with special
developments not likely to be repeated
in the second half. Also, the first-half
flow probably included some anticipa-
tory placing of funds abroad for later

Direct Foreign Investments

Capital outflows for direct invest-
ment abroad have been moving up to
successively higher rates since the end
of World War II. They reached $2.4
billion in 1964 and have shown a further
increase so far this year. At the same
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time, inereased income derived from
foreign affiliates has been one of the
major elements of strength in the bal-
ance of payments. Last year, earnings
of the affiliates rose by over %% billion
and reached $5.1 bilion. Out of that
total, $3.7 billion was returned to the
United States—compared to $3.1 bil-
lion in 1963—and $1.4 billion was
retained abroad. The agorepate in-
crease in the value of the U.S, invest-
ment in the foreign affiliates—derived

Projections of Plant and Equipment
Expenditures Abroad
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from mnet eapital flows plus retained
earnings—was $3.8 billion.

This article also presents fgures for
1965 and 1966 on gross expenditures for
plant and equipment abroad projected
by companies with foreign affiliates,
Such expenditures are considerably
larger than the sum of capital outflows
from the United States plus retained
enrnings, since they can also be financed
from depreciation reserves aceumulated
by the foreign companies or through
external financing obtained abroad.
In 1964, eapital outlays for fixed assets
abroad amounted to £6.1 billion. The
company projections for the ecurrent
yvear show a rise of 20 percent to 8£7.4
billion, and taking account of the
experience in previous wvears, which
shows that projeetions made nearly
2 years ahead have been lower than
actual outlays (see chart 10), another
gain seems likely in 1066,

Inereases in capital expenditures
abroad for 1065 are fairly widespread,
and some areas show outstanding gains,
A particularly strong growth is pro-
jected for European capital outlays,
with an overall advance of 25 percent
and a 34 percent rise in manufacturing.
In Canada, the rate of capital expendi-
tures by all affiliates of US, firms is
projected to be up by nearly 20 percent,
and the rise for manulscturing affil-
intes is 34 percent, quite close to the
increase reported in surveys of Ca-
nadian manufacturing as & whole. Sub-
stantial upturns in investment activity
by U.S. companies are also reported
for mining in Australia, manufacturing
in Japan, and petrolenm in the Middle
East and Far East., (See table 11.)

These reports on foreign plant and
equipment expenditures give some in-
dication of prospective capital outflows
from the United States, though the link
between the two series is indirect.
Capital outtows represent the net
amount invested in the period by parent
companies, to inerease stock ownership
in, or provide eredits of all maturities
to, new or existing foreign affiliates, or
to acquire existing enterprises [rom
their foreign owners. Capital transfers
by the U.S. parent campanies provide
only a portion of the funds currently
vailable a to the foreign affiliates,
‘While expenditures on plant and equip-
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ment by these affilintss account for a
major portion of the funds that they
use, they algo need funds to finanee
working eapital requiremenis.

Information on the overall sources
and uses of the funds of the foreign
affiliates, including changes in working
capital requirements, will be published
in the SURVEY as soon as possible.

In the period sinee 1957, ecapital
outflows for direct investment have
amounted to 35-40 percent of the
plant and equipmant expenditures of
foreign affilintes. If this relationship
persists, and if no major changes occur
in foreign finaneing or amounts spent
to aequire existing foreign enterprises,
the rate of capital outflow could be ex-
pected to rise from 1964 to 1965 by
$% billion to %3 hillion,

The persistent and rapid extension of
17.8. industry into expanded production
facilities abroad has been an important
feature of recent economic develop-
ments, and much more research is
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netded bto determine its oauses and
sifects, Degisions by monulacturing
firms to meet foreign demand by pro-
duding abroad rather then producing
hare and exporting result from the
intarplay of such factors ns (o) lower
costs and expected higher rates of
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reture abroad, {b) prospective market
growth abrood in genersl and for specifie
products, {e) tariffs, quotas, local pref-
erences; or competition abroad thet
threnten markets for expuorts, and (d}
the nvailobility of funds ler financing
domestio and foreign plants.
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Rates of yeturn are notaricusly diffi-
cult to derive and compara menhing-
fully. However, chut 9 suggests that
until 1961 rates of return on European
manufacturing investmenta (but not on

forsign menufoctoring investments in
genaral), althongh declining, wers still
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higher than those obtained on mnnu-
facturing investments in the United
States, Since then, Talurns in the
United States end in Europe have been
gimilar, and both have turned shaeply
npward.

The {act that prowth cetes in Europe

Capital Flowa ond Undistributed Subsidiacy
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(and in a faw other davelaped countries)
heve surpaseed the U153, rate since the
1950's may also have encouraged pro-
duction obroed. In this conneetion,
there mey now be some shift in favor
of 4be United States, since saveral
industrialized foreipm ¢ountries heve
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experienced a slowdown in growth—
thouph they have tnken messures o
carrect this—nt o time when the United
Siates has enjoved o very strong growkh
rate. Thesa changes, including the
ralative shift in rotes of return, would
tend G0 strengthen the comparative
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attractiveness of capital investments in
the United States.

Barriers to export sales and the
advantages of being close to varied
demands in local markets no doubt
pondinue to be prime [actors in the
loeation of production facilities abroad.
Efforts to bring about reductions in
trade barriers that tend to discourags
exportation from the United States in
faver of produetion abroad, and to
maintain competitive cost and price
oonditions at home, would also tend to
favor production in the United States
relative to production abroad.

An additional factor affecting invest-
ments in the natural resource indus-
tries has been the discovery of new
sources of supply that ean be operated
competitively. Since the war, there

T PRGN e ANl
Capital Expenditures by U.S. Companies
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have been several instaneces of discovery
and very rapid growth in such invest-
ments. A number of new major proj-
ects that will inveolve very sizable
capital expenditures are now planned
or underway, such as the development
of Australian iron ore and bauxite and
offshore petroleum or gas reserves in
the North Sea and the Persian Gulf
area,

Currently, U.S. manufacturing firms
are sharply raising both their domestic
and foreizn plant and equipment ex-
penditures (chart 11), especially foreign.
This worldwide expansion is being
facilitated by a growth of funds in-
ternally generated out of U.S. opera-
tions (retained profits and depreciation
charges) which has been even faster
than the growth of domestic outlays
on plant and equipment. Thus, in
general, foreign expansion has not been
limited by the availability of invest-
ment funds or the pressure ol require-
ments for domestic capital expendilures,

Developed areas preferred

The recent experience with direct
investments abroad represenis an in-
tensification of the patterns of the past
few years. European investments pre-
dominate, accounting for nearly half of
the additions to direct investments in
1964 (capital outflows plug retained
earnings) and about the sagme propor-
tion so [ar this year. In 1964, the
European investment flow included over
$300 million to acquire existing foreign
interests. The European share in for-
eign plant and equipment expenditures
by U.5. firms was about 35 percent
(table 9), but is projected to rise to
about 40 percent of total foreign out-
lays in 1966.

Of the $1.7 billion added to the value
of European direct investments in 1064,
the largest share—80.9 billion—went to
the Common Market countries; 0.4
billion went to the United Kingdom,
and 80.4 billion to the rest of Europe,
The $1.7 billion total included a sharp
rise to $1.3 billion in eapital flows from
the United States; this was offset, in
part, by a decline in undistributed
profits in the petroleum industry.
FPreliminary data for the first haelf of
1965 show capital outflows to Europe
well ahead of the first half of 1964.

Beptember 1965

Manufacturing is the largest activity
of U8, firms in Europe and accounted
for $6.5 billion out of $12.1 billion in-
vested there at the end of 1064, Of
the £0.9 billion added to these invest-
ments during 1064, nearly two-thirds
went to the Common Market and most
of the remainder to the United King-
dom. Investments are widely dis-
persed over the major manufacturing
industries (table 5) and are growing
most rapidly in transportation equip-
ment and machinery. This is demen-
strated also by the figures for plant and
equipment expenditures (table 10},
which show capital outlays in these
sectors rising through 1966,

American petroleum companies are
also very actively expanding their Euro-
pean investments, not only in refining,
transportation, and marketing facilities
but also in the development of poten-
tially important reserves of gas and oil.
Part of the costs of developing new
resources are charged against income,
and this contributed to the decline in
earnings in this industry in Europe, as
may be seen in table 4, However, the
decline in petroleum earnings in 1064
also reflected competitive pressures.
Nevertheless, the industry has sched-
uled a continuous rise in European
capital expenditures to keep up with
increasing demand and to provide
refining and distribution facilities for
the additional output of affiliated pro-
ducing companies. As shown in table
11, petroleum investments in the United
Kingdom and in several continental
countries are expected to rise this year
and next.

Investments in other industries in
Europe have been growing by smaller
amounts, though capital flows to finan-
einl affilintes in Switzerland and the
United Kingdom, including a sizable
investment in 4 British insurance firm,
increased by about $100 million in
1964 over 1963.

Canada

The strong growth trend in the
Canadian economy is attracting a great
deal of investment by U.S. firms, This
is shown most clearly in plant and equip-
ment expenditures, which rose by $0.3
billion in 1964 and will probably rise
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by & like amountin 1965. Cutstanding
jncrosses ore reported for monufactur-
ing, and & higher rata of investment in
mining is also indicated.

Muoat of the prowth in US. invest-
ments in Canada, especially in the
menufacturing ssetor, is financed out
of retained earnmps. Thess were down
slightly in 1984 because dividend dis-
t1ibutions wers raised very substanti-
glly and outpaced the considerable
rize in earnings. Nest capital outHows
to Capade were reduced to the um-
uvsually low figure of $250 million in
1964 becanse of sales of intereats in
Canadisn affilintes ameunting to about
$140 million. Thia year, the capital

Table 8.—THrect

Investments in Manufacturin

SURVEY OF CURRENT BUSINESS

flow rasze shorply to $370 million in
the fivat half alona, and included sbiout
$100 myllion of perent company re-
financing of outstanding debt of a
Conadien affiliate.

Other developed couniries

U.5. companies raised their rnte of
investment in Austrnliz and Jupan
by raletively modest smounts in 1964,
but held to the relatively low level of
recent ¥ears for the Republie of South
Afrien. In Anstralia, where menu-
faeturing investments have been prow-
ing quite vigorously, projections of
plant and equipment expenditures in-
dicats some ncceleration. Mining

Enterprises Abrood, 1958, 1967, and
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inveatments ian Australia are also reack-
ing significant dimensions. The rate
of manufactoring mvestments in Japan
bas olso increased recently. In both
countries, substantiel smounts are baing
invested by petroleum companias.

Less developed counitries

Diract investments in less developed
tountries {capital flows and veihvested
anrmings) rose by $L00 roillion in 1984
to $0.8 billion, sbout one-fifth of the
worldwids totel. Nearly 70 pareant of
the 1964 investment was in the Westarn
Hemisphere, but the inorease for the
yesr accurred largely in a few Latin
American countries. Thars was & nota-
ble risa in capital flows to Mexico,
sspecinlly for manufacturing, and
smpllor meresses occurred ih invest-
ments in Colombin and Feru. The
amount invested in Argentina alse resa
in 1964, but this repressated largely the
reinvestment of substuntially higher
earnings of maonvfacturing affilintes
rather than o Aow of naw capital. On
balance, return flows frem existing
enterprizes in Venezueln wnd Brazil
pxceoded new outlows.

Among the other less developad
couniries, there was a substantial rize
in investment flows for the petroleum
induetry in Libyn, and some increase
occurred in flowe to Indin ond the
Philippine Republic. A aizable capital
flow wns maintained by the petroleum
industry to other African lecations and
to the Middle Eeat.

Table 11 gives soma indications of

ear-termn trends in plant and eguip-
ment expenditures by LS. companies
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in the less daveloped countries, Some
maoderate increase is sugwested in Latin
America, in Africa (eapecielly in tha
petrolaum resources of Morth Africe),
and in Middle Eestern oil, but maejor
gnins in U8, investments in chese arens
are not indiceted, However, capitnl
flows to these developing aress in the

SURVEY OF CURRENT BUSINESS

1864 amounte, partly beceuse of such
temporary factors as fax settlements
and poyments for developrment con-
CessioTE.

Teble & —Direct-Invesiment Recelpin of
Revalvios and Fees by Avems and Majer
Induateies, 963~64
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Trends In major industries

In 1884, o record $1.4 billion was in-
vested i foreign manulacturing effili-
stes, financed by $1.0 billion, of sapital
supplied by U.S. parent firras {includ-
ing %260 million %o acquire foreign
enterprizsss or to buy out minerity
holders) ond $000 millicn reinvested
from foreign samings. In the fisst half
of 1965, thers was no clackening of
these investments, and as noted above,
projections of plant and aquipment
expenditures of forsign manufacturing
affiliates sbhow a 28 porcent vise for
1965,

Manufacturing investments sxpandad
in all industry sectors during 1964.
(Sae tabls 5) The chemicsl industry,
which ie carrying out a major sxpangion
program for fertilizer and patrochamical
plants, increased ite investment by owver
3450 million, and the transportation
indusiry (including sutomobile produc-
ers) reised ite investment by $400 mil-
lion. Most of thess menulacturing
inveatments wers in the davaloped
countyies; under 52400 million went to
the less deweloped countries for all
branchea of mannfacturing.

Not naw investments of pairoleom
componies ebhrosd declined in 1964,
partly hecanse of negative undistributed
earnings in European subsidiaries snd
partly because of lower cipital cutflows
to Canads and the Middle East. In the
Middle Enasi, settlomments of oil com-
panies with some of the sil-producing
countries resulted in termporary accumu-
laticns in the United States of funds
that were paid out in 1965. Though &
maajor part of ofl investment is atill
being used to increase refining capacicy
and marketing focilities around the
warld, renewad attention is heing given
to developing new produvction and to
axploming for new sources of oil and
natursl gos in North Adrica, the Porsian
Gull zrea, Northwestern Eurcpe, and
edjoining continental shell arens,

Companises engagad in raiheral opera-
tions other than petroleum were some-
what more active ip 1964 than in recent
venrs. Activity centered on the devel-
epmont of hauxite properties in Aus-
trulia end the Csribbean, and ircn ore
properties in Canadn and Australia.

Inveztmentz in txade and miscels
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laneous sarvice industries (including fi-
nencial and holding compamies) wers
each increased hy about £0.4 hillicn in
184, About three-suariera of the new
investment in trade and service m-
dustries was made in the developad
countries, moatly in Burope, and smaller
amounta went; to Conada.

Earninge and Income

Lunst year, earnings of foreign nffili-
ates of T1.5. firms rose by a reccrd $530
million to reach $5.1 billicn. Manu-
fasturing operations accounted for $0.3
billien of the increase, scoring large
gaina in most mreas and pacticularly
in BEurope. Some of the upward move-
ment of earnings was the resuli of the
enlarged investment base, but in manu-
facturing indusiries, sarnings also rose
relative to the book value of outatand-
ing investments. ‘This supgeata, amang
other thinga, that plant facilitiea were
better utilized or that current costs of
production were reduced. Date on
seles of the foreign afliliates will appear
in a Inter iseue of the Survey,

Earnings of mining operations abroad
also registered a subatantial gain of
more then 0.1 billion, meioly in
Canada and Letin America. This
industry benefited from generally rising
prices for metals and minerals inst year,

Feroign earnings of the petroleum
industry advanced very Little in 1964.
There was a pain of well over §0.1
billisn from rising production in North
Africa, and sarnings on Latin American
production also improved, but these
chenges were parily oftsei by lower
sarnings of Europenn opsrabions, espe-
cially in the Commaon Murket conntries,

Ineomie refurned from thesa direst
forsign investments-—in the form of
dividends, branch profits, nnd interast—
rass eoven more rapidly than total
carmings. These receipts amounted to
33.7 billien in 1984, » gain of 30.6
billion over the 1863 amount. Over
two-thirds of the gain in manufacturing
earnings was paid out ne dividends.
Income of the petroleum affiliates rosze
by %0.2 billion even though underiying
aprnings rose gnly slightly.

Some of the spurt in dividend remit-
tances was probebly reated o the
scheduled drop in the U.S. corporste

BURVEY OF CURRENT BTUSINESS

tex rate nt the beginning of 1864, which
ceused dividends to be held buck in
1963. A further sharp rise of 15 per-
cent over 1964 in income received is
estimated for the firsi holf of 1965,
This may reflect the second step of the
reduction in corparnte tax rates as well
ns rizing foreign eamnings. Remitiances
may also be increasing in Tesponse ¢o
the wvoluntary balance of payments
Program.

Because dividend remittences rose
faster last year than the earnings of
foreign subsidiaries, undistributed prof-
ita fell slightly from the record $1.3
billion of 1963. The principal reduc-
tions in undistribuied profits were in
European peirclenm affiliates and in
Canedisn  manufacturing  affilintes.
Thess reductions were offset in part by
Iu-rg&r reinvested enrmings of manu-

28

facturing affiliates in Latin Amecics
asnd Europe and by those of mining
affiliates in Canada.

Returna from foreign afflintes in the
form of royalties and fees are also
imporéant elements in the bolance of
paymenta. These increased by 30.1
hillion in 1964 {table 8), mainly frem
rmanufscturing operations in developed
countries. O the 3% billion of roval-
ttea pnd fees received inm 1964, sbout
two-thirds represented charges for man-
agement gervices and the rest were
payments of royalties, Lieense fees, and
rentals,

Portfolic and Short-Term
Investmenis

American investors hove severely
limited their parchnses of foreign secu-
rities since the proposal of the Interest
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Equalization Tax in mid-1843. Pur-
chases of new issues wéili provide & eon-
siderable amount of capital to Canada
and some other borrowers axempt from
ihe TET, bué issues by Europeon and
other countries that wera making sxten-
give wse of the U.B. market prior to
mid-1963 have becoms inconsequantial.
{Bee table 13.) Some of the demand
hos shifted t KEuwrcpesn markete—
oltkough these have been opea only on
o limited basis snd meinly for European
horrowers—ur meay hove been replaced
by other forms of T1.5. capital cutflows.
1.5, investment firms have besn active
in placing new foreign securities in
European merkets, and a number of
auch issues have been sold in the TL3,
markat entirely to foreign investors.

On balanee, U.S. investors have been
liquidating their existing holdings of
foreipn gecurities ainge the IET was
praposed, This haz affected mainly
EKuropean issies apd may reflect weak-
nessea in most Eurcopean equity mar-
kets, bui thera hes alee been nat eelling
of Cunndian issues deapite the com-
parative strongth of the Canadian
morkes,

At the beginning of this year, U.8.
holdings of foreign securities had an
setimnied morket value of $14.5 billion
(table 15), about $10.0 billion moere
then at the end of 1950 Some $9.0
billioh of the total was in the form of
bonds or other dabt securities, and $6.3
billion was in corporate atocks. By
far tha largest amount, $5.1! hillion,
wag invested m Canadion securities,
and $2.9 billion in European securities.
Though thers were large holdinps of
bonds of international institutions, only
i few less developed countries have
bean abla to sell signifieant amounta of
their securities in the U.8. market since
the 1920%,

Bince 1050, American bavnks have
steadily expanded their foreign loans
and other assets (including some assets
held for their customers), which reached
a pesk net capital outflow of $2.5
billion jn 1964. This raised tha total
ontztanding at the end of 1064 io
nearly $12 billion, including $0.7 billion
reported for the first time 23 banks re-
viawed their records more dosely in
connectivn with the voluntory pro-
gram. During 1964, the net eapital
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autfow by banks to developing coun-
tries was unusually high, but the most
rapid growth was in loanz to European
eonniriaz, which may have substitnted,
directly or indirectly, for sales of se-
cuTities or longer term leans that would
have been gubjact to the TET.
Nonfirsnetel firms accounted for an
cutlow of $0.9 billion in 1964, This
included the eequizition of liguid assats,
such s time deposits or finnncisl paper
e Canade and tha Urnited Kingdom, as
well a2 & $250 million loan to finanee o

Table 13,=MNew Foreign Issues Ploced in the
Unived Stoves, 1993-June 1065
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power project in Canada. In nceord-
aaee with the guidelines of the wolun-
tary balance of payments program, a
substantial portion of the liquid assets
hald abroad by industricl firms was
withdroown after Fabraury 1965.

Foreign Investments in the
United States

Capital inflows from foreigh investors
for direct investments or purchrses of
.5 securitiss or other asaets {other
than short-term assats or spacinl Gov-
ernment is=ies) have been relutively
small in recent years and nmounted Lo
only $110 million in 1964. In the first
half of 1965, thera wez o negligibla net
inflow,

The largest negative [netor bas been
% liguidation of foraign holdings of 115,
securities, othar than Tressury public
debt issues. This has been largaly, but
not entirely, for United Kingdom
aecount, and rench $230- million in the
speond quarter of 1965, Despite the
net liquidation, the improvement in
market prices raisad the estimated
value of foreign boldings of US.
corporate atocks to $13.3 billion by the
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end of 1984. Over $10 billion of that
amount was in Eurgpean holdings.

Part of the “long-term” oapital
tnflow in 1964 and the firet Lalf of 1985,
$238 million ood 3105 million, respec-
tively, rapresenied increnses in forsign
funds held in long-term &ime deposits
in the United States. Much of this
woas the temporary investment of the
proceeds of soles of securities in the
Ubited Stotes, including $2356 million,
net,; by internationsl and interregional
orgamzations,

There bas tlse been a small net cut-
wird flow of direct investment copital
in the last few years, however, as shown
‘in table 14, This was the balance of a
moderate inflow for new investments
ond slightly higher net tropsfers abroad
through intercompany sceounts or lig-
nidations. Mozt of the annual increase
in the value of foreign direct invest-
ments in the United States resulted
from undistributed profits, which rose to
more thon $300 million in 1984, This
reflected & considerable goin in enrnings
of the 1.3, offilintes, especinlly in tha
menufactoring sector, while income
distributed nbroad was slightly reduced.

Tabla 14, =Forvign Direct Investmonts in the Unitod States, Sclected Do, 1963 and 1964,
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Skort-term tnrvestments

In 1064, there wos once sgain & very
large gain in forasign holdinga of ahort-
term amsets in the United States and of
variows obligatione of the T.S. Govern-
ment. These holdings ross by $3.2
billion in 1964 to & total of $31.9 billion
Howaver, this was not aceompanied, ag
in other recent years, by a sizable losa
of U.S. monstary reserve assets, In the
first helf of 1965, by contcast, foreign

SURVEY OF CURRENT BUSINESS

boldings of liquid dollar assets dropped
by about 51 billion, while U.5. monetary
rearrve asgets were drawn down by $0.9
billion.

These doller holdings by foreigners
iake a variety of forms, and inciuded,
at the end of 1964, $16.7 billion of
deposits and other ¢lsims on U3, banks,
$11.2 billion of marketable debt of the
U.S. Government, and an additional
$3.2 billion of cbligations of the TS,
Government avising mainly from special

Heptamber 1965

security isewes or edvence depasits by
foreign governmenta,

Some $20.0 billion of thess short-term
doller assets and U.5. Government obli-
galtions wes reporied to be held by
foreign governmenta or ntergovarn-
mentel orgenizations, $7.2 billion by
foreign private banks, and $£7 billion
by other foreignom. However, these
designations wre based to o large extent
om banking records, which often cannot
identify the ultimate owner of the asaet,

Talde 15.~=lntetistions] Investonent Fositlom of the United States, Tora] 1950, by Avan, 1968=§4
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